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Contrary to managerial assumptions and economic
intuition about diminishing returns as applied to the
impact of unit manufacturing cost reductions on gross
profit, Ely Dahan and V. Srinivasan show that gross profits
actually increase under typical demand assumptions, and
the returns increase with the reduction in unit
manufacturing cost. This misconception may be traced to
marketing efforts and cost reduction being considered as
separate disciplines, and the latter not being attractive
enough to MBAs and managers. The authors urge a tighter
knit between the two in business curricula. Shashidhar
Murthy’s paper investigates the links between risk-
neutral probabilities of default implied by markets and
their actual counterparts, and using simple representa-
tions of credit risk pricing, clarifies the underlying
economic intuition. Seeking to expand the efficiency
paradigm of the eclectic theory in multinational banking,
Fadzlan Sufian employs the Data Envelopment Analysis
(DEA) method to examine the efficiency of multinational
banks in Malaysia. By employing a panel regression anal-
ysis, he examines the impact of origins on bank effi-
ciency, while controlling for other internal and external
factors. The DEA results indicate that the dominant
source of cost efficiency in domestic (Malaysian) banks is
their ability to allocate resources efficiently. In contrast
multinational banks rely on their ability to utilise the
factors of production more efficiently. This study,
therefore, has significant policy implications for banking
regulation in Malaysia.0970-3896 ª 2011 Indian Institute of Management Bangalore. All
rights reserved. Peer-review under responsibility of Indian Institute
of Management Bangalore.
doi:10.1016/j.iimb.2011.06.008Pursuing the theme of non-linear growth for Indian IT
outsourcing companies, YLR Moorthi examines the initiatives
of another SWITCH company, Cognizant, (the SWITCH
companies being e Satyam, Wipro, Infosys, TCS, Cognizant
andHCL) having focused on Infosys in our last issue. He speaks
to R Chandrasekaran, President and MD, Global Delivery,
Cognizant, who throws light on Cognizant’s unique Two-in-a-
Box operating model and their customer-centric principles
that have contributed to the company’s spectacular growth.
While small firms and startups have now learnt to ‘dance
with the gorillas’ or have become active participants in the
ecosystems of large MNCs, the asymmetry in their size,
structure and power could hinder their leveraging of social
capital from the MNCs. Following their research lead that
some new ventures are more adept than others at part-
nering with MNCs because they are more proactive in
forming and leveraging ties with them, K Kumar and
Shameen Prashantham engage with four panelists from the
industry, in this time’s round table discussion to see how
startups’ proactive behaviours can form, consolidate and
extend relationships with large MNCs.
The issue also carries our announcement for the IMR
Doctoral Conference 2011, scheduled for November 11& 12e
we look forward to the active participation of doctoral
students in this conferencewhich has grown to be amilestone
event in just two years. We also, as always, look forward to
reader feedback on the contents.
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